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Introduction

Introduction

Purpose

1.

The annual report and accounts are a public report on the financial and governance affairs of
each NHS board for the financial year and are laid in the Scottish Parliament. As such they
should be prepared to the highest standards and presented in a way that is helpful and
informative to the user. Audit Scotland previously published good practice notes on the
2013/14 and 2014/15 accounts which have assisted boards to improve the quality of
presentation.

This good practice note, which considers the performance report, is designed to build on that
work to help all boards improve the disclosures included in their accounts and to, not only
meet the applicable requirements, but also reach the standard of the best seen in 2015/16.

Background

3.

It is the responsibility of the Accountable Officer and board members to prepare the annual
report and accounts. The accounts are an important method of communicating effectively with
stakeholders on issues of finance and governance.

Boards are required to prepare their accounts in accordance with a direction issued by
Scottish Ministers. The direction requires compliance with the accounting principles and
disclosure requirements of the Government financial reporting manual (the FReM) and with
the requirements of the NHS boards' accounts manual for annual report and accounts (the
accounts manual).

Auditors have a role in assisting boards to produce relevant, concise and clear accounts
which provide the users with an understandable and balanced assessment of the performance
and financial position of the board.

The 2015/16 FReM and accounts manual were amended to require the annual report and
accounts to comprise a performance report , an accountability report, and the financial
statements.

The 2016/17 FReM was amended to clarify that its disclosure requirements apply to Scottish
bodies only where they originate in accounting standards or the Companies Act. The
accounts are also required to meet the requirements of Scottish legislation and the Scottish
public finance manual (SPFM). The 2016/17 accounts manual reflects this clarification.

Summary of key messages and recommendations

8.

Audit Scotland has reviewed all the territorial health boards’ 2015/16 performance reports to
identify instances of good practice and areas for improvement. The main messages from this
review are summarised in the following table
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Giving the
reader enough

information

Making clear
disclosures

Introduction

Telling a
consistent

* Ensuring balance between
the overview and analysis
sections

* Providing sufficient
information

+ Disclosure of PPP/PFI

+ Using overly technical
information

+ Clear explanation of
financial performance
+ Disclosure of brokerage

* Providing a consistent
narrative on the non
financial indicators

+ Making disclosures specific
to the board

* Providing a high level
balanced picture of
performance

On the basis of the above messages, we have made recommendations throughout the report
and included these in an improvement checklist to assist boards in the preparation of their

performance report.

The remainder of this good practice note discusses these messages and recommendations
further and highlights some of the good practice adopted by boards. The examples used are

all taken from boards’ 2015/16 annual report and accounts.

Contact points

11.

The contact points for this good practice note are Neil Cameron 0131 625 1797 or Helen

Cobb 0131 625 1901.
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The performance report

Introduction

12. The purpose of the performance report is to provide information on the board, its main
objectives and strategies and the principal risks it faces. The FReM's requirements for the
performance report are based on the matters required to be dealt with in a strategic report as
set out in the Companies Act 2006.

13. In summary, the performance report should provide a fair, balanced and understandable
analysis of the board's performance.

Length of performance report

14. Boards need to strike a balance between completeness and conciseness in the level and type
of information provided. There are risks that boards are either overly brief and do not fully
meet the FReM's minimum requirements or they include too much unnecessary information
leading to the main messages being lost.

15. The introduction of the new format of the 'annual report section' in 2015/16 offered boards the
opportunity to revisit the content of their performance report (which effectively replaced the
previous requirement for a strategic report).

NHS Western Isles
NHS Tayside

NHS Shetland
NHS Orkney

NHS Lothian

NHS Lanarkshire
NHS Highland

NHS Grampian
NHS Forth Valley
NHS Fife

NHS Borders

NHS Greater...

NHS Dumfries and...

NHS Ayrshire and...

B Length of Strategic
Report

Performance Report -
Total

10 20 30

I
\ -

? More than half of
the boards reduced the
length of their 2015/16
performance reports
compared with the
2014/15 strategic report.

16. In accordance with recommendations in previous good practice notes, most boards now make
effective use of hyperlinks, cross referencing and signposting to refer the user to further
documents and information available. However, there remains more that can be done to
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The performance report

improve the presentation of information, reduce clutter and direct the user to additional
information, which may allow boards to remove some detail from their performance report.

We recommend that boards review the content of their performance report annually
to satisfy themselves that it addresses the specific issues and priorities in the year
and meets any revised disclosure requirements.

Balance between overview and analysis

17. The FReM requires the performance report to have two sections: a performance overview and
a performance analysis.

18. The performance overview section should give the user information to understand the board,
its purpose, the key risks to the achievement of its objectives and how it has performed during
the year. The analysis section is where the board reports on its most important performance
measures, including an analysis using financial information from the financial statements.

19. In general, the overview section should be used to set the scene and summarise issues which
can then be developed and explained in the analysis section.

Length of Performance report wl g
NHS Western Isles ? Some boards
NHS Tayside appear to have got the
WNHS Shetland .
NHS Orkney balance right between
NHS Lothian the relative lengths of the
NHS Lana-rkshlre - | | W Performance report - Analysis overview and anaIySiS
WHS Highland saction i
sections.

MHS Greater Glasgow and Chyde
Performance report - Overview

MHS Grampian section

NHS Farth valley

NHS Dumfries and Galloway

MHS Borders *—

NHS Ayrshire and Arran

20. The FReM expects that the overview section should be no more than ten to fifteen pages, and
all boards met this expectation. However, in some cases the overview section included most
of the detail and was consequently longer than the analysis section.

We recommend that boards maintain a good balance between the overview and
analysis sections and provide the detail in the analysis section.

Improving the quality of NHS annual report and accounts — Performance reports Page 7



The performance report

Learning from best practice in corporate reporting

21.

Boards can learn from recognised best practice elsewhere. For example, the Financial
Reporting Council's (FRC) Annual review of corporate reporting 2015/16 includes a useful
checklist which highlights the following nine characteristics of good corporate reporting

What
worriesthe
board

=
corporate
reporting

22.

23.

24.

25.

Page 8

Although, the characteristics relate to the annual report and accounts as a whole, they apply
in principle to the information included in the performance report.

We recommend that boards consider the characteristics in the FRC checklist when
assessing the appropriateness of disclosures in their performance report.

In addition, the National Audit Office, in conjunction with PwC, presents annual awards for
best practice in corporate reporting in the public sector. In 2016, the Department of Energy
and Climate Change (DoECC) received a highly commended award for their annual report
and accounts.

The DoECC annual report presents a clear narrative and a consistent thread of information,
telling the story of the department with the use of infographics and charts to emphasise the
significant issues. As an example of good balance, the performance overview is five pages
long compared with fourteen pages for the performance analysis.

The overview section uses an infographic to set out the priorities for the department. These
images are used to introduce related items throughout the performance analysis creating
continuity and allowing users to easily follow the story of the department's year. There is also
good use of banner headlines to emphasis performance measures and, while these have only
been used to highlight positive messages, areas for improvement are also reported.
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The performance report

Figure 1: Priorities in 2015-16

ﬁ Ensure the UK has

a zacure and resilient
enengy System

Kesp energy bills
as low as possible
for househaolds and
businesses

Secure ambrtious
imtermational acton

on climate change and
reduce carbon emissions
cost-effectively at home

Manage the LK's
energy legacy safely
and responaibly

26. The NAO has also published Examples of good practice in annual reports which highlights
some of the best practice that they identified through their review of public sector annual

reports.

27. The use of innovative presentation techniques such as infographics, charts and graphs can
emphasise a point and improve the disclosure. Information that can be presented graphically
includes geographic and demographic information, performance against targets and financial
information. Boards may already be presenting such information more graphically in other

documents, such as 'glossy' annual reports.

28. Although not widespread, a few boards made some use of innovative presentation in their

2015/16 performance reports.

Box 1- NHS Highland: at a glance

]
% L

41% of the landmass of Scotland

24 populated Islands

320,000 residents

10,000 staff (headcount) / 8,000 (WTE)
250 hospital based consultants

L ]

25 hospitals, made up of the following

— 20 Community Hospitals

14 Minor Injury Units
15 Cara Homes (Highland Council area)

+ 38,000 inpatients per annum
+ 13,000 day case patients per annum

+ 2,200 births per annum (Raigmare Hospital)

100 GP Practices (18 managed by NHS Highland)

— 1 District General Hospital = Raigmore {Inverness)

= 1 Psychiatric Hospital — New Cralgs (Inverness)

— 3 Rural General Hospitals — Belford, Caithness General and Lom and Islands
5 Emergency Departments / AGE centres

50,000 new outpatient appointments per annum
39,000 attendances at Raigmore Emergency Dapartrment par annum

? NHS Highland
presented key statistics in
an 'at a glance' list rather
than including them in
narrative which made
them easier for users to
identify.
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The performance report

We recommend that boards use the NAO publication to assist them in identifying
information contained in their performance reports which would benefit from the use
of infographics, charts and graphs.

Auditor's responsibilities for the performance report

29.

30.

In 2015/16, auditors were required to check that the financial information in the performance
report was consistent with the financial statements. Auditors at all boards expressed an
opinion in their independent auditor's report that the performance report was consistent with
the financial statements.

In 2016/17 auditors are required, additionally, to express an opinion on whether the
performance report has been prepared in accordance with the accounts direction (i.e. the
applicable disclosure requirements of the FReM and the accounts manual).

We recommend that boards satisfy themselves that the information in their
performance reports is consistent with the financial statements and meets the
requirements of the FReM and accounts manual.
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Performance overview

Introduction

31. The purpose of the overview section is to give a short summary that provides the user with
sufficient information to understand the board, its purpose, the key risks to the achievement of
its objectives and how it has performed during the year. The overview is required to include

e an optional statement from the Chief Executive providing their perspective on the
performance of the board over the period

e a brief history of the board and its statutory background incorporating its purpose and
activities
e the key issues and risks that could affect the board in delivering its objectives

e aperformance summary.

% Providing sufficient information

32. The FReM requires the overview to contain sufficient information so that the lay user should
not have to look further into the accounts.

33. As demonstrated at paragraph 20, some boards' overview sections were significantly shorter
than others. In our opinion, it is unlikely that these provided the user with enough information
to understand the board's performance, purpose and activities or risks without looking further
into the accounts.

We recommend that boards satisfy themselves that the performance overview
provides sufficient information so that a lay user has no need to go further to
understand the board and its performance.

Ty
[T

Providing a high level balanced picture of performance

34. In 2015/16, eight boards included a statement by the chief executive in the performance report
which provided the user with their perspective on the board's performance. This also served
as a helpful introduction to the annual report and accounts.

Improving the quality of NHS annual report and accounts — Performance reports Page 11
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2015118 was an excitng, chalienging and stretching year for NHS Lothian. Over te past year we began work on
deveioping a new moae! of service provision that wiil aliow us to respond to the challenges of a growing demand v s
for healthcare which is fast cutstripping the growth in our resources. WWe have continued to deliver our services - -

while managing immediate financial pressures. Strategicaliy we are working towards a whole system

transformation which focuses on guality and will deliver 2 health sarvice which mests the needs of the people of These are
Lothian today and in the future,

examples of

NHS Dumfries and Galloway experienced an extremely busy year Iin 2015/16 with record levels of acute boards that

inpatient activity and consistent service pressure across primary and community care. In addition, difficulties in .

the recruitment of key hospital and primary care staff caused both financial and service challenges throughout provi ded a

the year. In this context, our clinical and support staff have performed exceptionally well in achieving our key

service and financial targets. statement by the
chief executive or

2015/16 was another exciting yet challenging year and overall | am pleased with the

progress the board made. During the year we had a strong emphasis on quality a paragraph
improvement through our Highland Quality Approach (HQA), our management system
designed to deliver better heaith, better care and better value. And it was this approach that

. Boner y summarising
made a significant contribution to delivering break-even on both our revenue and capital
budgets while at the same time delivering high quality care. As an example in 2015/16 our performance
procurement department delivered £1.9m of savings with no impact on quality or access to
front line services. during the past
year.

35. While some boards provided a high level introduction with a good balance of information, for
most the content tended to focus on a small number of issues in too much detail. This did not
provide the user with an overall picture of performance.

We recommend that boards include a statement by the chief executive or other
introduction summarising the performance in the year.

36. The performance summary included in the overview section should provide a flavour of how
the board has performed in the year. Six boards made a good attempt at the disclosure

required but there is further work needed to deliver a comprehensive yet concise summary of
performance.

]
b L

? The performance
summary for NHS
Orkney emphasised the

Development of the Board’s Strategy and Corporate Plan

Building towards the fulure, a T, ing Clinical Services (TCS) progy has been established with a number of
vrork streams in place, and discrete govemance arrangements. The vision is that:

We will offer everyone in Orknoy accass fo an NHIS that ‘ priorities in the
h@mmmm;mmmmmwmmmnsmm
iploying a skilled and committed local workdorce who are proud to work for NHS Orkney. corporate plan followed
The proi delivered ice i t activities NH: : improvem
for.scra?lr.lai?d“;re, Local Umulord Care Action Plan a‘:lcdr?:u prfdmapm:?l?ﬁe :;:em the Lx;: b y asumm ary Of
Delhr_ery Plan. During 2015/M& we moved outpatients to the former day hospital and have refurbished the old facility, .
allowing us to increase capacity and improve booking arrangements. We are investing in impro t and | ti perform ance agalnst the
capacity to drive our transformation agenda. . .
:nrﬂ:pr;mmmu:;zbhn was %mby the Board in April 2015. In approving the Comporate Plan, the Board key themes in thelr
compo! jectives e our | objectives and staff devel and isal H

_ f ’ i o Local Delivery Plan

Our Local Delivery Plan for 2015/16 highlighted five priorities: (L D P) y
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37. In some cases the performance summary had a limited scope and gave excessive detail on
specific issues. The best disclosures made a link to the board's local delivery plan (LDP),
provided a brief explanation of key performance information and referred the user to the

analysis section for more detail.

38. Fair and balanced disclosures help give a comprehensive assessment of performance.

Forth Velley’s overall performance has remained positive throughout 2015/16. Significant focus is I

iven to the assessment and scrutiny of performance through the Board and its Governance Committees, -@h-

the Corporate Management Team and also through detailed Directorate Reviews at operational level. A '

Balanced Scorceard is used to assess overall performance against LDP Standards, Armual Plan K Pls and NHS Forth

national requirements. The majority of targets are at green or amber.

o Valley gave a balanced
Signilicant progress has been seen across a number of areas. Performance apainst the Stroke Bundle .
has improved with incressing compliance with the Bundle and improved rates of admission to the overall p|cture of
Stroke Unil. In terms of Staphylococous Aureus Bacteraemia, a quarterly reduction in SABs hes been
seen over the period with ongoing focus on this aspect of care. Although still at red status, performance perform ance.
overzll is in line with the national posftion. Complaint response times against the 20 day target have also
remained positive this year sl §5.6%. Strong performance has continued against the 10 Patient Safery
Essentials which are routinely reported to the Board, all are at green status. The HSMR position has
remained positive throughout the year. Absence management hes seen improved performance with
much of the year below the Scottish average. It is acknowledged ongoing woek is reguired to reduce the
percentage to nearer the 4% target. In respect of the 4 hour Emergency Department target, although
performance can be variable, the core ED) performance has increased from 90.5% in 2014715 to 93% in
201516 with a reduction in both 8 and 12 hour breaches,

We recommend that boards relate their performance to their strategic vision as set
out in their corporate plan and LDP.

Making disclosures specific to the board

39. Boards should report the issues and risks they face that are specific to their circumstances. In
our opinion, half of the boards included specific risks while the others provided only a high
level generic indication of the issues and risks they face.

Improving the quality of NHS annual report and accounts — Performance reports Page 13



Performance overview

wrls

onof e St Pl 2014 7024 Qo Haat Gt oo, Ot Fre” WG S0t ot n dotat the ’ NHS Lothian

e rel Ny provided an effective
* Health service demand .

«  Tighter finances summary covering
The Board's website contains all the information relating to the Strategic Plan, 2d you ¢an find this at the link risks specific to the

%hwymmm%mm board.

mmuwu mmwbﬁonbm mumpm:mmnnmmgwmum
individuals with complax needs. it follows that there is an increased demand for NHS services which will drive
up expendture.

T Lt o D s (AR Tsed By iy Sewt

A
o
o

LE

-
—~
*L
gl e o - rathe; .
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40. In addition to the purpose and activities of the board, the accounts manual requires the
performance overview to include a brief history of the board and its statutory background. All
boards met these requirements to some degree. Disclosures should refer to the board's
specific circumstances and the services it provides to the population

i

¥

]
A -

The Board is responsible for the healthcare services for the resicents of four local authority areas (City of ’

Edinburgh, East Lothian, Midlothian and West Lothian), The National Records of Scoiland projections for NHS Lothian
2040 to 2025 show a 15% incresse in tofal Lathian population from 836,711 ta 885,007 The Board also

provides a wide range of specialist sarvices for people from across Scotland, including liver and kidney ave a brief
transplantation, neo-natal intensive care, cancer senvices and complex surgery.  Further information on ihe g

Board, including its history and detgils of its services and locations can be found on the Board's wabsite: summary of their

purpose and alink
to further
information.

hitpzdiwrarey, nis lochian.scot.nhs uk/'OurOrennisation' A bout Us/Pases/default.aspx

41. Some boards reproduced the standard wording from the accounts manual. Although the
standard wording may convey a general understanding of the purpose of a health board, it
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Performance overview

does not give the reader an insight into the local area and how the board is meeting the needs

of its population.

42. Many boards gave a very basic historical account of their activities while some went into great
detail about individual activities and did not give the user an understanding of their priorities

for the year.

reflect each board's corporate priorities.

We recommend that boards tailor their disclosure on their purpose and activities to

Use of overly technical information

43. Explanations of complex issues should be as clear and concise as possible, with the use of
technical language kept to a minimum. Effective use of links to supporting documents can

help.

44. For example, health and social care integration is a significant development which will impact
on boards' performance. Some boards clearly set out the issues they faced and the impact
this had on their services. However, the disclosures generally focussed on the structure and
process to implement 1JBs without highlighting the impact it will have on performance.

Integration

The Public Bodies (loint Warking) (Scotland) Bill was introduced in the Scottish Parilament in
May 2013 and received Royal Assent on 1 April 2015, The Act reguires territorial NHS Health
Boards and Local Authorities to integrate strategic planning and service provision
arrangements for Adult Health and Social Care Services (as the minimum required by law)
within mew Integration Joint Boards operating as Health and Social Care Partnerships (HSCPs).

The Act has created HSCPs as full partnerships between NHSGGC and each of the six local
authorities within the Board's boundaries. HSCPs will be governed by Committess with
membership drawn equally from non-executive directors of the Health Board and councillors

LY Il

? NHS Greater
Glasgow and Clyde
provided a clear and
concise explanation
of the background to
health and social care

they are not written in overly technical terms.

We recommend that boards consider their explanations of complex areas to ensure
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Performance analysis

Introduction

45. The analysis section of the performance report should provide a more detailed assessment
and explanation of the development and performance of the board during the year than the
overview section. It is required to include

e Performance against key non-financial indicators
e Disclosures on financial performance

e Additional explanations of amounts included in the financial statements

Providing a consistent narrative on non-financial indicators

46. The accounts manual does not prescribe which non-financial targets should be used, and it is
for boards to determine which measures should be highlighted together with the Scottish
Government Health and Social Care Directorates (SGHSCD). In order to be balanced, issues,
pressures and areas for improvement should be included, along with the board's successes
and achievements.

47. There was significant variation in the length, quality and presentation of non-financial
indicators. There were some good examples of boards attempting to give a clear and
balanced picture of their performance against key non financial indicators (KPIs)

As at March 2016, 86.6% of patients referred urgently with a suspicion of cancer
)

began treatment within 62 days of receipt of referral and 93.4% of our patients S ¥

diagnosed with cancer began treatment within 31 days; performance for bath '?'

measures was below the 95% targst. This board make it
g  Forthe quarter ending December 2015, 26.6% of patients were diagnosed at first clear whether the target

stage of cancer below the trajectory of 28.5%. " p
w levea.
v As at March 2016, 91.5% of our patients were treated within 18 weeks, exceeding as achieve

the 20% target for Referral To Treatment.

v MHSGGC continued to exceed the 91.5% drug and alcohol waiting times target, with
97.9% of patients referred within 3 weeks during the period October - December
2015,

v As at March 2016, 100% of patients referred to Child and Adeolescent Mental Health
Services started treatment within the 18 week referral target.

48. Some boards set out in a table the performance for each KPI, clearly showing whether the
targets had been achieved.
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Weasure [ Period T Latest Posiion | Staus (v =
| L
\ e SR _'_
| Not Met and
i p— — o . ] Not Improving)
Standardised Medcal readmission July-Sept 55 v Some boards used
rate per 1,000 admissions, within 7 2015 . -
days ___ |Tobewnte | . simple symbols or traffic
Standardised Medical readmission limits of Hospita' July-Sept 1162 v
¥ | rate per 1,000 admissions, within 28 | Seorecard 2015 H H H
§ oo o s | , light colours to highlight
& | Standardised Surgical readmission benchmarking July-Sept 254 v i
rate pac 1,000 admissions within 7 tool 2015
el . performance against
Standardised Surgical readmission July-Sept 454 4
rate per 1,000 admissions within 28 2015 tal‘ g etS .

We recommend that boards make it clear whether the target has been achieved.

49. The use of case studies can be an effective way to engage the user and to highlight
performance developments and action to address issues.

Case Study — West Lothian Pathways Collaborative Improvement
Programme (WELPACT) L

[Context WELPACT was set up in February 2014 to,

« Reduce readmission and length of stay rates at St. John's Hospital (SJH) l N HS LOth | an u Sed
« Understana sectors invoived (primary care, secondary care, community, sccial services,
voluntary and third sector, and carers’ and patient representatives) to improve working

relationships between and support integrated working case studies to give the
» Improve patient flow while maintaining quality of care. ) ) ht ) t h
user an insi INto now

Steps taken to improve patient care / quality of service provision: g

« Conductea a comprehensive literature review H

* Held large-scale multi-sector events and sought opinions of a wide range of staff th € b 0 ard was tryl n g tO

* Used feedback from patient surveys and one-to-one discussions; Consultants reviewed 474 .
cases between March and December 2014. and continue to carry cut case reviews to help improve performance.
Inform why SJH rates were higher and what changes we could make. provided a “suitcase’
of information for patients on admission. for discharge, to help signpost patients to
informaticn to enable self-management
Set up a Discharge Hub and standards for patient flow
Held ward-based muitidisciplinary team meetings led by a genatrncan
Improved staff und ding of read ) numbers to help coorcinate care planning

..

Implemented the Chronic Obstructive Pulmonary Disease (COPD) Discharge Care Bundle
with demonstrable outcomes

Tested a Frailty Model of Care in the Emergency Department

Improved communication between colleagues, e.g. quarterly integration and education events
for GPs, consultants and manag t staff

Outcomes:
* Improved reagmission rates at 28 days
¢ Reduced numbers of patients staying in hospital more than 28 days
« Improved use of COPD Discharge Care Bundie {from 10-50% to 100%)
* Reduced median length of stay in General Medicine from 7.7 to 8.1 days.

50. Only one board used case studies to give the user an insight into the management of
performance against the target being disclosed.

We recommend that boards consider using case studies or examples where this can
help provide the user with a better insight into performance.

51. The best disclosures were those supported by explanations of action required where boards
had failed to meet a target. The identification of corrective action is an important aspect of
performance management and allows boards to provide a clear and balanced assessment of
performance.
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52.  One board provided a table showing the performance against all indicators followed by tables
for those scoring red, amber and green. Explanations and proposed remedial action for those
scoring red were provided.

Hased on the most up to date data available regarding the end of year position,

seven indicators were showing a Red position, eleven wera showing a Grean L
position and three were showing an Amber posiion. The remaining indicator ""
had no data available. The performance has been summarised in the lists Grouping the

below where RAG status is available, . .
measures into categorles

1. The following indicators scored as RED {outwith =5% of trajectory) helps the user to see cIearIy
where the board is doing

LDP.6 18 weeks Referral to Treatment — Perfermance i

LDP.11 Faster Access to Psychological Therapies — 18 weeks well or needs to improve.

LOP.12 C. Diff Reduction {(Raie)

LDP.13 MRSAMSSA Reduction (Rate)

LBP.18 Advance Booking — GP (it should be noted however that this

indicator is linked to LOP.17 (48 Hour Access — GP Practice

; Team) which is ‘Green’ and achisvernent against one of the |
indicators means that overall achievement of the target has |

been reached)

LOP.19 Sickness Absence

LDP.20 | A&E Waits to be a Maximum of 4 hours

LDP.18: Advance Booking — GP

]
~ #

Analysis: Mationally published data for this indicater showed worsening trend - -

in perfarmance, from 77.6% of patients in 2011/12 being able to book in L :
advance to 76.8% in 2013/14 against a target of 90%, therefore a RED and Outlining remedial
WORSENING position, The Scottish average for 2013/14 was 78.1%. The action helps to emphasise
figures for this targst are taken from GP Access Survey which is conducted . S .
every two years. the board's priorities going

. . , _ ) forward.
Remedial Action: The performance against this target will be reviewed again

when the Patient Experience Survey is repeated. it should be noted that the
CQuality and Outcomeas Framework (QOF) points allocated to perfarmance
against these targets in previous years have been allocated to new QOF
measures aimead at reducing emergency admissions; demand; and prescribing
costs. There is a risk, therefore, that there are no levers available to the Board
to incentivise Practices towards meeting these targets, unless there is a major
breakdown of service resulting in patients not being able to access services o
meet identified need - which would constitute a breach of contract.

53. However, very few boards provided any narrative explaining the results or action required.
This makes it difficult for the user to understand how well the board had performed. Further
information could be provided on performance compared to previous years or other similar
boards.

54.  One board included only a link to the information on their website without any analysis or
explanation of performance against their KPlIs.

55. When narrative was provided, in some reports it provided a positive picture which did not
always marry with the performance identified against the board's KPIs.
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Performance analysis

We recommend that boards include explanations of performance against each

indicator and outline any action required.

Clear explanation of financial performance

All boards included a resource outturn for capital and revenue limits and the cash requirement
as required by the accounts manual. Some also included information about their ability to
achieve recurring and non recurring savings.

a) FINANCIAL PERFORMANCE

Limit as set by SGHD Actual Outturn | Variance
£000 . (OveryUnder
£000 £000
Core Revenue Resource Limk 49,264 49,103 161
Non Cere Revenue Resource Limit 1,028 1,015 1"
Core Capltal Resource Limit \ 21688 2541 7
Cash Requirement 52,025 52,025 0
b) MEMORANDUM FOR IN YEAR OUTTURN

Brought forward surpius from previous Snancial year (68)
Total Savings against in year Revenue Resourcs Limk ‘ 104

m516mmiwhmwmnnrmwmm1mmlounlbmainmmﬁ\glwehmd
provide safe Clinical services and siow progress in savings. Engagoment with budget holders resulted in 100% of the
£1.229m savings target being achieved, contributing to the small surpius position for the year ended 31 March 2016.
This position has been without any brokerage from Scoltish G: and the remaining brokerage totaling
£1.062m wil be repaid in 2016/7.

L
% ¥

’ This board

provided a helpful
explanation of its
financial
performance.

N
s
56.
57.
I~A
S

58.

The standard table from the accounts manual is complicated and not all boards provided the
user with any explanation of what the table meant. In some cases the disclosure was spread
across two pages making it more difficult for the user to interpret the results.

We recommend that the standard outturn table should be supported by narrative

explaining what the figures mean.

Disclosure of brokerage

In situations where a board will not be able to achieve a break even financial performance, the
Scottish Government may agree to provide additional funding (brokerage). When this occurs,
a repayment schedule is agreed with SGHSCD. The accounts manual requires boards who
receive brokerage to disclose the reasons for the advance, the amount received and the
repayment terms in their performance report.
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Performance analysis

The Board received brokerage of £3,097k in 2008/09 to offset a deficit accumulated

over previous years, with an agreed repayment schedule over the 6 year period from
2012/13.

The Board achieved its scheduled repayment in 2015/16. The overall position with
regard to the brokerage is as follows:

£000 2011122012113 [2013/14 [2014/15 |2015/16 |2016/17 | 2017/18] _Total s

Original schedule 400 540] 5401 540 540 537| 3007 - =

Early repayment 831 500 | 1,131 . .
[Revised schedule 85| 261 540 540 540 o|__1.966 This board provided
Brokerage repayment 831 585 261 540, 540 540 o 3,097

an explanation of the need
for brokerage and how the

board will return to a
The Board requested and secured from Scottish Government financial brokerage of £5 million in

relation to 2015/16. This £5 million is in addition to the £15 million outstanding from 2014/15, sustainable financial
giving a total opening balance for 2016417 of £20 million.

balance.

Provision of brokerage is predicated on a realistic plan to retum to financial sustainability with
the Board’s commitment to achieve this secured through the Transformation Programme that
has been putin place. The principles which will govern the profile of repayments of brokerage
will be set out in the first half of 2016/17 by Scottish Government.

59. Four boards either received brokerage in 2015/16 or were still making repayments of

brokerage received in prior years. Three of these boards made clear and concise disclosures
explaining the arrangement.

We recommend that a clear explanation of the plan, where one is required, to return to
financial balance is provided.

Disclosure of PPP/PFI arrangements

60. The accounts manual requires boards to provide details of amounts included in the financial
statements. In most cases boards made appropriate disclosures to cover the amounts
specified in the accounts manual. However the quality of the disclosures around the private

finance initiative/public private partnerships (PFI/PPP) arrangements in place was more
varied.

61. PFI/PPP arrangements are complex and can be difficult to explain in simple terms. The
accounts manual requires a brief description of the PFI/PPP projects, the estimated contract
value, the start and end dates of the contract, and details of any which are likely to reach
financial close in the following year.

62. Nine boards had operational PFI/PPP projects in the year. Two boards made clear disclosure
providing the information required for each of their projects.
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Public Finance Initiative/Public Private Partnerships/Mon Profit Distributing
The Board has entered into the following contracts which are on balance sheet under
International Accounting Standards.

Carseview Centre: The Carseview Centre iz located on the Minewells Hospital site in Dundee
and provides in-patient facilities for Adult Psychiatry and Learning Disability. The estimated
current capital value of the scheme is £11.9 million. The contract start date was 11 June 2001
and the contract end date will be 11 June 2026, when NHS Tayside may negotiate a further
contract or purchase the facility. Following the failure of the previous PFI provider a wholly
owned subsidiary of the Johnson Service Group ple tock over the contract on 27 August 2010.
Cn 7 August 2013 we were notified by SGP management that Johnson Service Group PLC e
{uliimate owner of the Carseview PFl and provider of FM services) had sold SGP Property and

Facilities Management Ltd and the SPY to Bell Rock Bideo Ltd. This was part of a significant ' Th b d
disposal of all of Johnson's FM activities. ese two boards

Whitehills Community Care Centre: Cowvers Forfar, Kimiemuir and the summounding area in prOVIded clear and hel pfu'

conjunction with Angus Council and Lippen Care. The estimated current capital value of the information on each of
scheme is £16.7 million. The contract start date was 21 March 2005 and the contract end date hei / .
will b2 21 March 2030, when NHS Tayside will become the owners of the facility. their PPP/PFI projects.

Mental Health Projects: The Board reached financial close on 158 June 2010 with the private
sector developer of the Mental Health development project, which delivered new facilities in
Tayside for General Adult Psychiatry, Peychiatry of Old Age and Low Secure Forensic
Paychiatry, together with a Medium Secure Forensic Unit serving the Morth of Scotland region.
The project uses the Mon Profit Distributing model of funding. The first phase of the project, the
Susan Camegie Centre (current estimated value £15.6 million), was accepted on 2 December
2011. The zecond phase at the Murray Royal Hospital site in Perth (current estimated value
£67.6 million) was handed owver on 1 June 2012. The contract end date will be 17 May 2042,
when NHS Tayside will become owners of the facility. A refinancing of the mental health project
iz to be considered based on current market conditions.

MHS Tayside, along with the paricipating pariners in the East Central Territory of Tayside, Fife
and Forth Valley {Health Boards, Local Authorities, Police, Ambulance and Fire and Rescue
Services) reached financial close with the Amber Blue Consortium (Amber Infrastructure Lid,
Robertzon Capital Projects Ltd and Forth Holdings Ltd) on 8 February 2012 to form Hub East
Cenfral Scotland Ltd. The company, owned by the public sector partners (30%), Scottish
Futures Trust {10%) and the private sector partner (60%), is the procurement vehicle to deliver
primary healthcare and community facilities as part of the hub initiative. The company is in the
process of procuring several capital projects that will be delivered in future years.

Public Private Partnerships
The Board has two significant service Initiatives under the PPP funding route.

The Beard entered into a contract with Projco (St Andrews Hospital) Limited for
the provision of a new Community Hespitzl and Health Centre on a site in St
Andrews. The contract is for & peried of 30 years commencing 31 July 2008, The
current Annual Service Payment value is £3.1m per annum.

Under IFRS accounting treatment, the hospital is recognised 2s a Non Current
Msset on the Board's balance sheet at a velue of E27.57m.

The Board entered inte a contract with Consart Healthcare for the provision of the
mew Phase 3 on the Victoria Hospital site in Kirkcaldy. The contract is for a perlod
of 30 years commencing 28 October 2011. The current Annual Service Payment
value is E22.4m par annum.

Under 1IFRS Accounting Treatment, the facility is recognised as a Non Current
Asset on the Board's balance sheet at & value of £179.079m.

63. Four boards with PFI/PPP projects did not give any summary of these projects in the
performance report, and instead provided only a cross reference to the note to the accounts.
Disclosure should be made in the performance report as these arrangements provide
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important services and can have a significant impact on the boards' financial performance.
Disclosures should also be made around non profit distributing (NPD) and Hub projects

We recommend that boards with PFI/PPP arrangements provide information in the
performance report on each project that impacts on the board's performance.
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Improvement checklist

64. The following checklist lists some simple actions to assist boards improve the disclosures in
their performance reports. With a little effort the performance report of all boards can
consistently provide clear and informative disclosures to allow the user to understand the
board, its purpose, the key risks to the achievement of its objectives and how it has performed
during the year.

1. Have you reviewed the content of the performance report to ensure it
addresses the specific issues and priorities in the year and meets
disclosure requirements?

2. Have you considered the balance between the overview and analysis
sections and ensured the detail is included in the analysis section?

3. Have you considered the characteristics in the FRC checklist when
assessing the appropriateness of disclosures?

4. Have you used the NAO publication on corporate reporting to assist in
identifying information which would benefit from the use of infographics,
charts, or graphs?

5. Have you satisfied yourself that the information is consistent with the
financial statements and meets the requirements of the FReM and
accounts manual?

6. Have you considered whether the performance overview provides
sufficient information so that lay users have no need to go further to
understand the board and its performance?

7. Have you included a statement by the chief executive or other
introduction summarising the performance in the year?
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8. Have you related performance to the board's strategic vision as set out
in the corporate plan and local delivery plan?

9. Have you tailored the disclosure on purpose and activities to reflect
the board's corporate priorities?

10. Have you ensured that explanations of complex areas are not written
in overly technical terms?

11. Have you made it clear whether each non-financial target has been
achieved?

12. Have you considered using case studies and examples where they
can help provide the user with a better insight into performance?

13. Have you included explanations of performance against each non-
financial indicator and outlined any action required?

14. Have you added supporting narrative to help explain the figures in
the standard financial performance outturn table?

15. Have you included in the disclosure on brokerage, where required,
an explanation of the plan to return to financial balance?

16. Have you provided information on any PFI/PPP project that impacts
on the board's performance?
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Other useful resources

www.frc.org.uk

HM Treasury

Simplifying and streamlining
statutory annual report
and accounts

ANNUAL
REVIEW OF
GCORPORATE

REPORTING
2015/2016

www.frc.org.uk

Cm E905

WWW.QOoV.uk

Audit of 2016/17
annual report and
accountsg(héalth

boarc?/;
Technieal guidance note

2017/2(H) - all modules

¢

W AUDITSCOTLAMD

www.audit-scotland.gov.uk
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